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1 . BASED ON DISCUSSIONS WITH GROC OFFICIALS, EXPORTERS AND 
IMPORTERS, AND OUR OWN OBSERVATIONS, IT IS OUR OPINION THAT THE 
GSP HAS BEEN BENEFICIAL TO TAIWAN. SINCE TAIWAN'S EXPORTS TO 
THE UNITED STATES DURING 1976 WERE RAPIDLY RISING FOR CYCLICAL 
REASONS, IT IS DIFFICULT TO ISOLATE THE BENEFIT DERIVED FROM 
THE GSP. THE GROC IS CURRENTLY PREPARING AN ANALYSIS OF THE 
RESULTS OF THE GSP WHICH IT HAS AGREED TO MAKE AVAILABLE TO 
US AND WHICH WILL BE SUBMITTED TO WASHINGTON ON RECEIPT. 

IN VIEW OF ITS RELATIVELY HIGH DEGREE OF INDUSTRIAL DEVELOPMENT, 

THE LARGE VOLUME OF TAIWAN'S EXPORTS TO THE UNITED STATES 
($3 BILLION IN 1976), AND THE CUT-OFF PROVISIONS OF THE GSP, 

THE BENEFICIAL EFFECTS WHILE SUBSTANTIAL ARE PROBABLY 
MARGINAL IN TERMS OF OVERALL US-ROC TRADE. 

2. TO OUR KNOWLEDGE NO MAJOR INVESTMENT HAS TAKEN PLACE ON 
TAIWAN TO BENEFIT FROM THE GSP. NOR IS THE GROC AWARE OF 
ANY. IT IS PROBABLE, HOWEVER, THAT MANY SMALLER COMPANIES 
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HAVE GEARED UP THEIR OPERATIONS TO TAKE ADVANTAGE OF GSP 
OPPORTUNITIES. THE BOARD OF FOREIGN TRADE (BOFT) HAS 
INFORMED US IT HAS NO WAY OF OBTAINING THIS INFORMATION. 

3. IT IS AGAIN OUR IMPRESSION, SUPPORTED BY THE BOFT, THAT 
THE PRINCIPAL BENEFITS OF THE GSP DURING 1976 WERE ENJOYED 
BY MANUFACTURERS ALREADY EXPORTING TO THE UNITED STATES 
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AND THAT RELATIVELY FEW NON-TRADITIONAL PRODUCTS WERE EXPORTED 
AS A RESULT OF THE GSP. AS FAMILIARITY WITH THE GSP GROWS, 

AND GIVEN THE HIGH FLEXIBILITY OF TAIWAN'S LIGHT INDUSTRY, WE 
WOULD EXPECT MORE NON-TRADITIONAL EXPORTS TO OCCUR 
IN THE FUTURE. 

4. WITHOUT CONDUCTING EXTENSIVE INTERVIEWS WITH MANUFACTURERS, 
IT IS NOT POSSIBLE TO PINPOINT THE REASONS WHY OTHERWISE 
ELIGIBLE PRODUCTS DID NOT RECEIVE GSP TREATMENT. WE BELIEVE, 
HOWEVER, THAT ALL THE REASONS SUGGESTED PARA 3 OF REFTEL 
APPLY TO TAIWAN TO VARYING DEGREES. AN ADDITIONAL FACTOR 

IN TAIWAN IS THAT, FROM OUR OBSERVATIONS, THE KEENEST 
INTEREST IN THE GSP HAS BEEN GENERATED BY U.S. IMPORTERS 
RATHER THAN BY TAIWANESE EXPORTERS, SINCE IT IS THE FORMER 
WHO REAP THE IMMEDIATE BENEFIT OF LOWER PRICE WHILE THE 
LATTER BENEFIT, WITH SOME LAG, THROUGH LARGER SALES. THUS, 

UNLESS U.S. IMPORTERS PLACE ORDERS WITH TAIWANESE FIRMS TO 
GAIN ADVANTAGE FROM THE GSP, OR UNLESS THE U.S. IMPORTERS 
REQUEST A FORM A, THERE HAS PROBABLY BEEN A TENDENCY FOR 
TAIWANESE MANUFACTURERS TO IGNORE THE GSP. 

5. IT IS TOO EARLY TO DISCERN CHANGES IN TRADE PATTERNS 
GENERATED BY THE GSP APART FROM THE INITIAL INCREASE IN 
TAIWAN'S EXPORTERS TO THE UNITED STATES. TO THE EXTENT 
THAT TAIWANESE FIRMS INVEST IN NEW PLANT AND EQUIPMENT, 

AND ORDER ADDITIONAL SUPPLIES OF RAW MATERIALS AND COMPONENTS, 
THERE SHOULD BE INCREASED OPPORTUNITIES FOR U.S. EXPORTERS, 
ALTHOUGH JAPAN WILL PROBABLY BE THE CHIIEF BENEFICIARY. 
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6. THE EMBASSY WILL PROVIDE ADDITIONAL COMMENTS AS MORE 
INFORMATION AND ANALYSIS BECOME AVAILABLE. 
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